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Assembly Bill No. 3499

CHAPTER 170

An act to amend Sections 23151 and 23455 of the Revenue and
Taxation Code, relating to taxation, to take effect immediately, tax
levy.

[Approved by Governor July 15, 1996. Filed with
Secretary of State July 16, 1996.]

LEGISLATIVE COUNSEL’S DIGEST

AB 3499, Pringle. Bank and corporation taxes: rates: budget
implementation.

The Bank and Corporation Tax Law provides that for calendar or
fiscal years ending in 1987 or thereafter, corporations other than
financial corporations shall annually pay to the state a franchise or
income tax computed at the rate of 9.3%.

This bill would provide that for any income year beginning on or
after January 1, 1997, the franchise or income tax rate shall be 8.84%.

The Bank and Corporation Tax Law provides for the levy of an
alternative minimum tax in conformity with federal law, subject to
certain modifications that include a tentative minimum tax. The
Bank and Corporation Tax Law imposes a tentative minimum tax
rate of 7%.

This bill would reduce that tentative minimum tax rate to 6.65%
for income years beginning on or after January 1, 1997.

This bill would take effect immediately as a tax levy.

The people of the State of California do enact as follows:

SECTION 1. Section 23151 of the Revenue and Taxation Code is
amended to read:

23151. (a) With the exception of financial corporations, every
corporation doing business within the limits of this state and not
expressly exempted from taxation by the provisions of the
Constitution of this state or by this part, shall annually pay to the state,
for the privilege of exercising its corporate franchises within this
state, a tax according to or measured by its net income, to be
computed at the rate of 7.6 percent upon the basis of its net income
for the next preceding income year, or if greater, the minimum tax
specified in Section 23153.

(b) For calendar or fiscal years ending after June 30, 1973, the rate
of tax shall be 9 percent instead of 7.6 percent as provided by
subdivision (a).
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(c) For calendar or fiscal years ending in 1980 to 1986, inclusive,
the rate of tax shall be 9.6 percent.

(d) For calendar or fiscal years ending in 1987 to 1996, inclusive,
and for any income year beginning before January 1, 1997, the tax rate
shall be 9.3 percent.

(e) For any income year beginning on or after January 1, 1997, the
tax rate shall be 8.84 percent. The change in rate provided in this
subdivision shall be made without proration otherwise required by
Section 24251.

SEC. 2. Section 23455 of the Revenue and Taxation Code is
amended to read:

23455. For purposes of this part, Section 55 of the Internal
Revenue Code is modified as follows:

(a) Section 55(b)(1) of the Internal Revenue Code, relating to
tentative minimum tax, is modified by requiring the tentative
minimum tax for the taxable year to be imposed as follows:

(1) With respect to corporations subject to tax under Chapter 2
(commencing with Section 23101), other than financial corporations,
according to or measured by net income, for the privilege of doing
business within this state, at a rate of 7 percent upon the basis of so
much of the alternative minimum taxable income for the taxable year
as exceeds the exemption amount.

(2) With respect to corporations subject to tax under Chapter 3
(commencing with Section 23501), on net income from sources
within this state, at a rate of 7 percent upon the basis of so much of
the alternative minimum taxable income for the taxable year as
exceeds the exemption amount.

(3) With respect to corporations subject to tax under Article 2 of
Chapter 4 (commencing with Section 23731), on the unrelated
business income from sources within this state, at a rate of 7 percent
upon the basis of so much of the alternative taxable income for the
taxable year as exceeds the exemption amount.

(4) With respect to banks subject to tax under Section 23181,
according to or measured by net income, for the privilege of doing
business within this state, in an amount equal to the sum of the
following:

(A) At a rate of 7 percent upon the basis of so much of the
alternative minimum taxable income as exceeds the exemption
amount.

(B) At the rate determined under Section 23186, less the rate
prescribed by Section 23151, upon the basis of net income for the
taxable year.

(5) With respect to financial corporations subject to tax under
Section 23183, according to or measured by net income, for the
privilege of doing business within this state, in an amount equal to the
sum of the following:
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(A) At a rate of 7 percent upon the basis of so much of the
alternative minimum taxable income as exceeds the exemption
amount.

(B) At the rate determined under Section 23186, less the rate
prescribed by Section 23151, upon the basis of net income for the
taxable year. The offset prescribed by Section 23184 shall be applied
to the tentative minimum tax in the same manner and to the same
extent as that offset is applied to the tax imposed under Chapter 2
(commencing with Section 23101).

(b) Section 55(b)(2) of the Internal Revenue Code, relating to the
definition of alternative minimum taxable income, is modified as
follows:

(1) For corporations whose net income is determined under
Chapter 17 (commencing with Section 25101), alternative minimum
taxable income shall be allocated and apportioned in the same
manner as net income is allocated and apportioned for purposes of
the regular tax.

(2) With respect to taxpayers subject to Article 4 (commencing
with Section 23221) of Chapter 2, Articles 4 (commencing with
Section 23221) to 9 (commencing with Section 23361), inclusive, shall
apply to the tax imposed by this section except that Section 23221
shall not apply.

(3) For purposes of computing the alternative minimum tax for
taxable years in which a taxpayer commenced doing business,
dissolves, withdraws, or ceases doing business, Sections 18601, 23151,
23151.1, 23151.2, 23181, 23183, 23183.1, 23183.2, 23201 to 23204,
inclusive, 23222 to 23224.5, inclusive, 23282, 23332.5, and 23504 shall
be applied with due regard for the rate and alternative minimum
taxable income prescribed by this chapter.

(c) Section 55(c) of the Internal Revenue Code, relating to the
definition of regular tax, is modified to read:

(1) For purposes of this chapter, the term ‘‘regular tax’’ means the
amount of tax imposed under Chapter 2 (commencing with Section
23101) or Chapter 3 (commencing with Section 23501) or Article 2
(commencing with Section 23731) of Chapter 4, but does not include
any amount imposed under paragraph (1) of subdivision (e) of
Section 24667 or paragraph (2) of subdivision (f) of Section 24667.

(2) The tax specified in paragraph (1) shall be the amount
determined prior to reduction by any credits against the tax.

(d) The rate of 7 percent prescribed in subdivision (a) shall be 6.65
percent for any income year beginning on or after January 1, 1997.
The change in rate provided in this subdivision shall be made without
proration otherwise required by Section 24251.

SEC. 3. This act provides for a tax levy within the meaning of
Article IV of the Constitution and shall go into immediate effect.
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